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E.O. 11652: NA 
TAGS: ENRG, EEC 

SUBJECT: EC COMMISSION PROPOSALS FOR ECONOMY IN ENERGY USE 
AND DEVELOPMENT OF RESOURCES. 

REF: A) EC BRUSSELS 542 
B) EC BRUSSELS 550 

1. SUMMARY: THE EC COMMISSION HAS SUBMITTED TO THE COUNCIL ITS 
PROPOSAL FOR GUIDLINES IN THE FIELDS OF DEVELOPMENT OF RESOUR- 
CES AND ECONOMY OF ENERGY. TO ENCOURAGE RESOURCE DEVELOPMENT 
THE COMMISSION CALLS FOR COMMUNITY INTERVENTION IN 

FIXING PRICES AND COMMUNITY FINANCIAL INTERVENTION. THE ECONOMY OF 
USE PROPOSAL INDICATED THAT A REDUCTION IN CONSUMPTION ON THE 
ORDER OF 7 PERCENT IN THE PERIOD 1975 TO 1976 COULD BE OB- 
TAINED WITHOUT AFFECTING GROWTH OR IMPOSING SACRIFICES ON THE 
CONSUMER. END SUMMARY. 

2. WE HAVE OBTAINED THE COMMISSION PAPER WHICH IS QUOTED BELOW. 
BEGIN QUOTE 
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ENERGY QUESTIONS TO BE DETERMINED AT THE COMMUNITY LEVEL 
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(COMMUNICATION OF THE COMMISSION TO THE COUJCIL) 

COM (75) 6 FINAL, BRUSSELS, 15 JANUARY 1975 

THE INTERNATONAL ENERGY AGENCY HAS REORGANIZED THE TIME- 
TABLE FOR ITS WORK TO TAKE ACCOUNT OF THE AGREEMENT REACHED AT 
MARTINIQUE IN DECEMBER 1974, BETWEEN PRESIDENT FORD AND PRESIDENT 
GISCARD D'ESTAING, REGARDING A CONFERENCE OF THE OIL IMPORTING 
AND OIL-EXPORTING COUNTRIES. THE AGREEMENT COVERS THE FOLLOWING 
POINTS: 

A) A PREPARATORY MEETING BETWEEN CONSUMING AND PRODUCING 
COUNTRIES WILL TAKE PALCE IN 1975; 

B) BEFORE THIS MEETING, SUBSTANTICAL PROGRESS MUST BE 
ACHIEVED AS THE EXPRESSION OF THE SOLIDARITY BETWEEN 
CONSUMING COUNTRIES IN THE FOLLOWING FIELDS: 

-MONETARY PROBLEMS; 

-ENERGY SAVINGS IN THE SHORT AND LONG TERM; 

-THE DEVELOPMENT OF EXISTING OR ALTERNATIVE SOURCES 
OF ENERGY 

REGARDING THE LAST TWO ITEMS, THE FOLLOWING SITUATION EXISTS 
AT THE COMMUNITY LEVEL: 

- ON ONE POINT, ENERGY SAVING IN THE LONG TERN, THE 
COUNCIL HAS ALREADY DECIDED UPON A COMMON POLICY, AND THE ATTITUDE 
OF MEMBER STATES IN OTHER MEETING PLACES THAN THOSE OF THE COMMUNITY, 
SHOULD REFLECT A COMMON POSITION (RESOLUTION OF THE 17.12 
.1974 ON AN ACTION PROGRAMMED FOR THE RATIONAL USE OF ENERGY. 

DOC. R/18/75 (ENER2). 

-CONCERNING THE DEVELOPMENT OF ENERGY RESOURCES, 

VARIOUS PROPOSALS ARE BEING STUDIED IN THE COUJCIL'S INSTITUTIONS: 

ALL IMPLY CREATING SOLIDARITY AT THE COMMUNITY LEVEL (PROPOSED 
RESOLUTIONS TO IMPLEMENT POLICY IN THE SOLID FUEL, NUCLEAR FUEL, 

OIL ANG GAS, AND ELECTRICITY SECTORS). THIS EXAMINATION IS 
INTENDED TO ENABLE THE COUJCIL TO DECIDE UPON THEM ON THE 13TH 
FEBRUARY, AND NO EARLIER DATE FOR SUCH DECISIONS COULD BE 
ENVISAGED. 

ALL THE SAME, THE COUNCIL SHOULD, AT ITS MEETING ON THE 20/21 
JANUARY, TAKE A POSITION ON THE PRINCIPLES OF A COMMUNITY POLICY FOR 
DEVELOPMENT OF ENERGY RESOURCES, SHOWING, FROM AMONGST THE 
PRINCIPAL CHOICES, THOSE WHICH COULD BE DEVELOPED EITHER WITHIN 
THE COMMUNITY OR IN ITS EXTERNAL RELATIONS. 

THE COMMISSION SUBMITS, TO THIS END, A COMMUNICATION 
WHICH APPEARS AS ANNEX I. 
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-FOR THE SHORT TERM REDUCTION OF OIL IMPORTS, NO PRO- 
POSALS HAVE YET BEEN MADE BY THE COMMISSION. IN THIS MATWER, 

A NUMBER OF MEMBER STATES HAVE ALREADY TAKEN STEPS. IT IS EQUALLY 
NECESSARY TO DECIDE ON COMMON GUIDELINES IN THIS FIELD ON THE 
20/21 JANUARY WHICH WOULD PREFACE DECISIONS AT A LATER DATE: 

THAT IS THE PURPOSE OF THE COMMUNICATION HERE ATTACHED AS 
ANNEX II. 

THE COMMISSION WISHES THE COUNCIL TO HAVE A GUIDELINE 
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DEBATE ON THESE TWO QUESTIONS DURING IT'S SESSION N THE 20/21 
JANUARY, WHICH WILL ENABLE IT TO AGREE A COMMON POSITION FOR 
MEMBER STATES, WITH PRESERVING ALL THE NECESSARY FLEXIBILITY. 
ANNEX I 

PRINCIPLES OF A POLICY FOR THE DEVELOPMENT OF COMMUNITY 
ENERGY RESOURCES 

(1) IN ITS RESOLUTION OF 17 DECEMBER 1974, THE COUNCIL 
LAID DOWN QUANTITATIVE OBJECTIVES FOR THE PRODUCTION AND 
CONSUMPTION OF ENERGY IN THE COMMUNITY DURING THE PERIOD 
1975-1985. THESE OBJECTIVES INVOLVE, IN PARTICULAR, THE MAIN- 
TENANCE OF DOMESTIC SOLID FUEL PRODUCTION, THE DEVELOPMENT OF 
NEW AND SAFE HYDROCARBON RESOURCES, AND THE CRAATION OF AN 
IMPORTANT NUCLEAR CAPACITY AS WELL AS THE INTRODUCTION OF 
NEW ENERGY SOURCES. 

ACHIEVING THESE OBJECTIVES WILL REQUIRE A PARTICULARLY 
IMPORTANT EFFORT, BOTH AS REGARDS INTERNAL RESOURCES AND ENERGY 
PRODUCTION OUTSIDE THE COMMUNITY, BECAUSE OF THE MAGNITUDE OF 
INVESTMENTS TO BE MADE. 

THUS, IT WILL BE NECESSARY TO BE SURE THAT THE CONDITIONS 
REQUIRE FOR THE REALIZATION OF THESE INVESTMENTS WILL BE BROUGHT 
TOGETHER. THIS RAISES THE PROBLEM OF GUARANTEEING THE PROFIT 
ABILITY OF ACTIVITIES ESSENTIAL TO THE ACIIEVEMENT OF THE OBJECT- 
IVES AIMED AT AGAINST THE EFFECTS OF ENERGY PRICE FLUCTUA- 
TIONS. EQUALLY, CERTAIN INVESTMENTS WILL HAVE TO BE BROUGHT 
FORWARD WHERE THIER PROFITABILITY IS NOT IMMEDIATE. 

SUCH A POLICY FOR THE DEVELOPMENT OF ENERGY RESOURCES COULD 
BE ACHIEVED IN TWO DISTINCT WAYS. 

THE FIRST WOULD BE TO FIX A PRICE FOR ALL ENERGY SOURCES 
WHICH WOULD COVER THE MARGINAL COSTS FOR DEVELOPING THE MOST 
EXPENSIVE ENERGY SOURCE NECESSARY FOR ENSURING SECURITY OF 
SUPPLY. THIS PRICE WOULD BE GUARANTEED BY CONTROLS AT THE FRON- 
TIERS, QUOTAS OR OTHER KINDS OF PREFERENTIAL TREATMENT. 

THE SECOND WOULD BE TO UNDERTAKE, CASE BY CASE, SPECIFIC 
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ACTIONS TO ENCOURAGE, SUPPORT OR GUARANTEE INVESTMENT. MOST OF 
THE EXISTING COMMUNITY INTERVENTION IN THE ENERGY FIELD 
COMES UNDER THIS CATEGORY: FOR EXAMPLE, ECSC LOANS, COMMUNITY 
COAL AID SYSTEMS, EIB INTERVENTIONS, ETC. 


LIMITED OFFICIAL USE 


NNN 

LIMITED OFFICIAL USE 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 


PAGE 01 EC BRU 00595 02 OF 02 221900Z 
46 

ACTION EUR- 12 

INFO OCT-01 ISO-OO TRSY-02 AEC-05 AID-05 CEA-01 CIAE-00 

CIEP-01 COME-OO DODE-OO EB-07 FEAE-00 FPC-01 H-01 

INR-07 INT-05 L-02 NSAE-00 NSC-05 OMB-01 PM-03 RSC-01 

SAM-01 OES-03 SP-02 SS-15 STR-01 FRB-03 NEA-09 10-10 

EA-06 AGR-05 /115W 

127138 

R221742Z IAN 75 
FM USMISSION EC BRUSSELS 
TO SECSTATE WASHDC 8155 
INFO ALL EC CAPITALS 262 


LIMITED OFFICIAL USE SECTION 2 OF 2 EC BRUSSELS 0595 

(2) ON 5,6 AND 7 FEBRUARY 1975, THE GOVERNING BOARD OF THE INTER- 
NATIONAL ENERGY AGENCY (IEA) WILL BE ASKED TO DECIDE ON THE 
PRINCIPLES BY WHICH THE MEMBERS OF THIS AGENCY WILL CO-OPERATE 
IN DEVELOPING ALTERNATIVE ENERGY RESOURCES. 

IT IS IMPORTANT THAT THE COMMUNITY SHOULD ESTABLISH ITS 
POSITION ON THIS MATTER BEFORE THIS MEETING. 

THE FIRST OPTION REFERRED TO ABOVE DOES NOT SEEM TO SERVE 
THE INTERESTS OF A COMMUNITY RELATIVELY SHORT OF ITS OWN 
CHEAP ENERGY RESOURCES. FIXING AN ENERGY PRICE WHICH 
REFLECTED THE COST OF SHORT-TERM MARGINAL ENERGY IN THE COMMUNITY 
OR IN ALL THE MEMBER COUNTRIES OF THE IEA WOULD PENALIZE STRONG- 
LY THE ECONOMIES OF THE MEMBER STATES. 

ON THE OTHER HAND, SPECIFIC ACTIONS NOT ONLY FOLLOW 
COMMUNITY PRACTICE BUT ARE ALSO IN LINE WITH POLICIES FOLLOW- 
ED BY SEVERAL MEMBER STATES. THEY SEEM PREFERABLE SINCE THEY 
ARE MORE FLEXIBLE AND ENABLE THE CONSUMER TO BENEFIT FROM 
MORE FAVOURABLE PRICES. EVEN SO, SUCH INTERVENTION SHOULD BE 
BASED ON LONG-TERM ENERGY COST CRITERIA, DEFINED AS CLEARLY 
AS POSSIBLE. 
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(3) IT IS THEREFORE PROPOSED THAT THE COUNCIL. AT ITS SESSION 
ON 20/21 JANUARY, DECIDES ON THE FOLLOWING PRINCIPLES: 

A. THAT IT BE RECOGNIZED THAT MEASURES FOR ENCOURAGING, 

SUPPORTING OR GUARANTEEING INVESTMENTS MIGHT BE NECESSARY IN 
ORDER TO ENSURE THAT THE INVESTMENTS REQUIRE TO ACHIEVE THE 
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COMMUNITY'S ENERGY OBJECTIVES ARE NOT JEOPARDIZED BY THE RISK 
OF VARIATIONS IN ENERGY PRICES. 

B. THAT IT BE RECOGNIZED THAT SUCH A POLICY INVOLVES 
ESTABLISHMING A BASIS FOR ASSESSING LONG-TERM COMMUNITY 
INTERVENTION, FOR EXAMPLE BY FIXING A REFERENCE PRICE. 

C) THAT IT BE RECOGNIZED THAT SUCH A POLICH MAY REQUIRE 
COMMUNITY FINANCIAL INTERVENTION. 

IF THE COUNCIL AGREES TO THESE PRINCIPLES, THE COMMISSION 
WILL SUBMIT APPROPRIATE PROPOSALS ON THSE VARIOUS POINTS IN 
ORDER TO ENABLE IT TO DECIDE BY THE 13 FEBRUARY ON MEASURES TO 
PUT THEM INTO PRACTICE. 

ANNEX 2 

FIXING A SHORT-TERM OBJECTIVE FOR ECONOMY IN THE USE OF ENERGY 
RECENT DEVELOPMENTS IN THE ENERGY MARKET AND IN THE ECONOMIC 
SITUATION OF THE INDUSTRIALIZED COUNTRIES MAKE A REDUCTION IN 
THE CONSUMPTION OF ENERGY IN THE COMMUNITY NECESSARY, IN 
PARTICULAR FOR OIL, AS SOON AS POSSIBLE. 

THE COMMUNITY PROGRAMME FOR THE RATIONAL USE OF ENERGY, 
APPROVED BY THE COUNCIL ON THE 17 DECEMBER, CAN ONLY HAVE ITS 
FIRST EFFECTS FROM 1976 ONWARDS, BECAUSE OF ITS MEDIUM TO LONG- 
TERM OUTLOOK AND THE METHODS CHOSEN (FEW CONSTRAINTS, BUT 
ESSENTIALLY AN IMPROVEMENT IN TECHNICAL 
EFFICIENCY). 

THEREFORE COMMUNITY ACTION SPECIFIC TO THE SHORT-TERM SHOULD 
BE DEVELOPED. AND SPECIFIC OBJECTIVES FOR ECONOMY IN THE USE OF 
ENERGY IN THE SHORT-TERM ESTABLISHED. THE RESOLUTION ADOPTED 
BY THE COULCIL OF THE 17 DECEMBER RELATING TO THE OBJECTIVES 
FOR 1985 EXPLICITLY FORESEES THIS POSSIBILITY. 

A FIRST LOOK AT ACTIONS WHICH COULD REDUCE ENERGY CONSUM- 
PTION, AND THAT OF OIL IN PARTICULAR, BY PUBLIC SECTOR MEASURES, 

BY AND LARGE RESTRICTIVE IN CHARACTER, FOR THE PERIOD 1975 
TO 1976 SHOWED THAT: 

-AN OVERALL TARGET FOR ALL SECTORS OF AN ANNUAL REDUCTION 
IN OIL CONSUMPTION OF THE ORDER OF 7 PERCENT COMPARED TO THE 
LIMITED OFFICIAL USE 
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CONSUMPTION EXPECTED (INTERNAL OIL CONSUMPTION IN THE 2ND 
QUARTER 1975: 250 MT, SAVINGS OF 17,5 MT: SAVINGS FOR 1976 
OF 35 MT.) COULD BE ACHIEVED BY A BETTER USE OF ENERGY WITHOUT 
AFFECTING ECONOMIC GROWTH OR IMPOSING SACRIFICES ON THE CONSUMER; 

-THIS REDUCTION IN OIL CONSUMPTION IMPLIES, BY A CORRES- 
ING REDUCTION IN OIL IMPORTS, A REDUCTION IN THE INEVITABLE 
BALANCE OF PAYMENTS DEFICIT OF 12 PERCENT FOR 1975 AND 27 
PERCENT FOR 1976 (AT A PRICE OF $10 BARREL, SAVINGS OF 1 ,4 
BILLION $ (ON A 

DEFICIT OF $1 1,5 BILLION) IN 1975- SAVINGS OF $2,7 BILLION $ 

ON THE ASSUMPTION OF A DEFICIT OF AROUND $10 BILLION FOR 1976); 
-ACTIONS TAKEN TO REDUCE CONSUMPTION WILL AFFECT OF NECES- 
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SITY BOTH OIL AND OTHER SOURCES OF ENERGY, LEADING TO AN OVERALL 
REDUCTION IN ANNUAL ENERGY CONSUMPTION IN THE COMMUNITY OF THE 
ORDER OF 5 PERCENT; 

-THE TYPES OF CONSUMPTION AFFECTED BY THESE ACTIONS ARE 
PARTICULARLY THOSE OF SPACE HEATING, CNTROL OF THERMAL COMBUSTION, 

AND PRIVATE TRANSPORT IN URBAN CONCENTRATIONS. 

THE COMMISSION SHOULD ADDRESS TO THE COUNCIL IN THE NEAR 
FUTURE A PROPOSAL FOR A DIRECTIVE SPECIFYING THE TECHNICAL 
APSECTS OF THE OBIECTIVE AND THE MEANS TO ACHIEVE IT. 

END QUOTE.GREENWALD 
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